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Bank of Greece Annual Report 


Professor X. Zolotas, Governor of the Bank of 
Greece, in his report to the annual meeting of share- 
holders on April 29, reviewed economic developments 
in Greece during 1959, analyzed basic problems, and 
set forth the policies and measures capable of solving 
them. Gross national product was some 4 per cent 
higher in 1959 than in 1958; this compares with an 
increase of 2 per cent in 1958 over 1957 and an aver- 
age annual increase of 8 per cent in the period 1955-57. 
The decline in the rate of economic growth in the last 
two years was attributed to changes in agriculture and 
the decline in 1958 in receipts on account of invisibles, 
as a result of the world recession. In the last two years, 
agricultural output and income remained relatively stag- 
nant, primarily as a consequence of a decline in the 
prices of exportable agricultural products. Fixed in 
vestment (excluding ships) increased by 17 per cent in 
1958 and 5 per cent in 1959. While the increase in 
investment in 1958 reflected larger private investment, 
that in 1959 reflected increased public investment. In 
both years, construction of dwellings accounted for 
some 45 per cent of total fixed investment. There are 
indications that many factors which contributed to the 
slowing down of economic activity in the last two years 
are tending to disappear or even to be reversed. Prices 
of exportable farm goods are not expected to decline 
further, and since mid-1959 exchange receipts from 
services and private donations have been steadily in- 
creasing. All these developments may make possible 
decisive economic progress. 

The Governor stated that during the decade 1950-59 
both the average annual increase in the national income 
(about 6 per cent) and the volume of fixed investment 
were satisfactory. This was due, however, to a number 
of exceptional factors, viz., the existence of margins for 
increases in the national income with only relatively 
small capital expenditures; such margins were further 
broadened by the need to restore war damage and by 
the 1953 devaluation of the drachma. 

In the new phase of economic development which 
has just begun, it will be necessary to introduce new, 
powerful, “propulsive” forces if a satisfactory rate of 
increase in output and income is to be ensured. A five- 
year development plan, recently announced by the Gov- 
ernment, envisages substantially increased investments 
and an average annual increase of about 6 per cent in 
the national income. The Governor, after stressing the 


importance of the objectives of the plan, stated that 
their realization requires greater efforts than those made 
in the past. The success of these efforts depends largely 
on the international, and particularly the European, 
economic and institutional framework in which the 
development of the Greek economy will be pursued. 
In this connection, the importance was stressed of the 
successful conclusion of the negotiations now in 
progress for the association of Greece with the Euro- 
pean Economic Community, the area to which a large 
part of Greek exports is sold. 

External economic and commercial policies should 
encourage the expansion of multilateral trade and pay- 
ments relations with other countries. Such relations 
present serious difficulties for a small country like 
Greece, which endeavors to develop its resources. They 
are, however, indispensable if a sound economic en- 
vironment is to be created and foreign capital and 
entrepreneurship attracted to the largest possible extent. 
This cannot mean that further expansion of exports to 
bilateral countries should not be sought, on the con- 
dition, however, that such exports do not exceed certain 
limits and, particularly, that they represent a net addi- 
tion to exports and are not carried out at the expense 
of exports to multilateral countries. 

As in the immediately preceding years, the increase 
in the money supply in 1959 exceeded that in income, 
measured either in money or in real terms. The public 
sector continued to exert an expansionary effect while 
the private sector—in contrast to 1958—had a contrac- 
tionary effect, as private deposits with the banking 
system increased more than credits to the private sector. 
The rate of increase in bank deposits was higher in 
1959 than in 1958, indicating further progress in the 
restoration of confidence. As bank deposits will be, 
for a long time to come, the main channel of collection 
and productive utilization of private savings, commercial 
banks should continue to show great interest in attract- 
ing deposits. Furthermore, in view of the reduction of 
the interest rate structure, it would now be possible for 
the Agricultural Bank to make the effort to attract 
private deposits for the financing of a substantial part 
of its future credit accommodation to farmers. The 
rate of increase in bank credit declined in 1959, reflect- 
ing a standstill in short-term industrial credits, which 
had risen substantially in both 1957 and 1958. Longer- 
term bank credits expanded more than in previous 
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years. The participation of Bank of Greece funds in 
the financing of the private sector was further reduced. 
The larger part (some 85 per cent) of central bank 
financing is connected with the financing of farmers 
and is carried out mostly through the Agricultural 
Bank. As the velocity of circulation of money declined 
further, there was only a slight upward tendency of 
domestic prices. The wholesale price index rose by 
approximately 1 per cent, but the cost of living index 
increased by 3 per cent, largely because of the upward 
adjustment of certain controlled prices of services and 
of the price of bread, the latter as a consequence of 
farm price support policies. 

The over-all budgetary deficit was higher in 1959 
than in 1958, primarily as a result of increased invest- 
ment expenditures and a decline of Dr 226 million in 
the current budget surplus, to Dr 818 million. As 
in 1958, the deficit was financed by such foreign sources 
as U.S. aid and foreign borrowing and domestic sources 
other than the Bank of Greece. The Governor empha- 
sized the need for increased public saving by restrain- 
ing consumption expenses and achieving a rate of 
increase in public revenue higher than that in national 
income. The budget estimates for 1960 foresee a further 
increase in the over-all deficit, largely as a consequence 
of a further substantial increase in investment expendi- 
tures. As in previous years, the Government would not 
have recourse to the central bank for financing the 
deficit. 

The balance of payments deficit on current account 
(on a payments basis) was reduced from $79 million 
in 1958 to $60 million in 1959. One third of the 
decline resulted from a reduction of the excess of 
imports over exports and the remaining two thirds from 
an increase in net receipts from invisibles. The im- 
provement in current transactions, coupled with larger 
capital inflow and increased utilization of U.S. aid, led 
to an increase of $46 million in exchange reserves. This 
increase, the Governor stated, does not reflect a basic 
improvement in the balance of payments position; 
rather it reflects a number of extraordinary factors, 
such as increased borrowing from abroad, official pur- 
chases of gold sovereigns on the domestic market, and 
an 8 per cent decline in imports—the first decline 
since 1952—as a consequence of destocking, reduced 
economic activity, and import restriction measures. 
Exports declined by 13 per cent in 1959. Since 1957, 
the prices of basic Greek export goods have steadily 
declined. The export difficulties confronting Greek ex- 
ports in recent years have resulted from permanent 
changes in the relation between supply and demand on 
world markets, and basic changes in the commodity 
composition of exports are therefore necessary. Along 
with measures designed to increase agricultural exports, 
steps should be taken to promote exports of industrial 


and handicraft products, because in the years to come, 
particularly in the second half of the present decade, 
dependence on such exports will increase. Official pur- 
chases of farm products at prices in excess of those on 
international markets should be reduced. The Governor 
stated that export subsidies always lead to monetary 
disturbances, exert harmful effects on exports and the 
balance of payments, in general, and adversely affect 
development. 

In respect of the credit policy, the Governor stated 
that strict control should be exercised over certain 
credits leading directly or indirectly to consumption 
expenditures. Otherwise, development, particularly in 
connection with public basic productive projects, would 
be impaired. In a free market economy, fiscal and 
credit policies are the basic means through which pro- 
ductive activities can be directed and encouraged. 
However, credit controls and regulations would have 
to be simplified and commercial banks granted larger 
responsibilities and initiative in the conduct of their 
lending operations. In recent months, the monetary 
authorities have adopted certain measures along these 
lines. The Governor stressed that available bank re- 
sources should be utilized as much as possible for 
productive purposes. In particular, bank credit should 
not, as a rule, be granted for housing construction (to 
which a large part of private savings is already 
directed), personal consumer needs, or import and 
inland trade beyond certain limits specified by the 
monetary authorities. 

Referring to the new Industrial Development Organi- 
zation (IDO) and the Economic Development Financ- 
ing Organization (EDFO), the Governor stated that 
there is now in Greece a complete system of financial 
institutions able to provide to creative industrial activi- 
ties all needed long-term funds. There will be no 
overlapping between the activities of these two insti- 
tutions and those of the commercial banks. Through 
the mobilization of domestic savings or through arrange- 
ments made in cooperation with foreign enterprises, 
IDO will aid in setting up new organizations or in 
reorganizing or expanding existing enterprises. EDFO 
(whose capital consists of U.S. aid counterpart funds) 
will concentrate primarily on the financing, on very 
easy terms, of basic large productive projects. The 
enterprises set up or reorganized by IDO will have 
recourse, for their borrowing needs, to EDFO and the 
commercial banks; the latter have to use, within appro- 
priate limits, part of their resources for long-term pro- 
ductive credits. The commercial banks must avail them- 
selves of the opportunity afforded by the successive 
reductions of the interest rates paid on bank deposits 
(see this News Survey, Vol. XII, p. 255) and reduce 
the interest on loans and credits financing investments 
serving the purposes of the national development policy. 
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The Governor stated that conditions seem to be 
ripe now to channel a substantial part of private savings 
from the money market to the capital market (see this 
News Survey, Vol. XI, p. 328). It is now possible 
to finance an increasing volume of public investment 
through the current budget surplus and through the 
issue of bonds by the Government and by public enter- 
prises and organizations. A direct contact should also 
be established between private firms and the public at 
large, based on the confidence that funds raised by the 
former through the issue of securities would be utilized 
creatively and that the rights of the numerous small 
bondholders and shareholders would be adequately 
safeguarded. Businessmen, and especially industrialists, 
should understand that it would be to their interest to 
finance their needs by raising long-term funds on the 
capital market rather than through short-term borrow- 
ing from the commercial banks. 

Summing up, the Governor stated that the restoration 
of confidence in the drachma has provided the basic 


prerequisite for the development of the resources of 
the nation on which, in turn, the solution of the econ- 
omy’s basic difficulties depends. Considerable progress 
has been made in certain fields, including the prepara- 
tion of a systematic development plan and studies on 
various productive projects. Moreover, there are indi- 
cations that the realization of productive investment is 
no longer hampered by lack of domestic or foreign 
capital. However, if the rate of economic growth is to 
be accelerated on the scale needed, increasingly large 
and more systematic initiative must be undertaken by 
all concerned—the State, public organizations, various 
financial institutions, including the commercial banks, 
private firms, and entrepreneurs. Also, a basic educa- 
tional reform and certain retraining arrangements are 
of importance. 


Sources: Bank of Greece, Report of the Governor for 


the Year 1959, and Naftemboriki, Athens, 
Greece, April 30, 1960. 





IBRD Loans 
Loan to Costa Rica 

The World Bank announced on May 6 a loan 
equivalent to US$2 million to the Central Bank of 
Costa Rica, to assist a lending program for the impor- 
tation of equipment for the development of private 
industrial enterprises. The loan is for a term of 
12 years and bears interest of 6 per cent per annum, 
including the 1 per cent commission which is allocated 
to the Bank’s Special Reserve. Amortization will begin 
in April 1963. The loan is guaranteed by the Govern- 
ment of Costa Rica. 

Three private banks are participating in the loan, 
without the World Bank’s guarantee, to the extent of 
$210,000, representing the first two maturities which 
fall due between April 1, 1963 and October 1, 1963. 
The participating banks are Continental Illinois National 
Bank and Trust Company of Chicago, Grace National 
Bank of New York, and Girard Trust Corn Exchange 
Bank. 

The Central Bank’s lending program was begun in 
1952 to promote the development of agriculture and 
light industry, and the World Bank subsequently assisted 
it with two loans totaling $6.5 million. The Central 
Bank will use the new loan exclusively to finance 
medium-term and long-term credits to small industrial 
firms for the importation of capital goods. Under the 
program, the credits are provided to individuals and 
private companies by Costa Rica’s commercial banks, 
which in turn receive credits for this purpose from 
the Central Bank. 

The economy of Costa Rica expanded rapidly in the 
decade following World War II, largely because of 


increased export earnings, of which coffee and bananas 
accounted for about four fifths. The rate of growth 
has been somewhat slower in the past five years, and 
emphasis is now being placed on diversifying agricul- 
ture and developing new industries to reduce the 
country’s dependence on coffee and bananas. Industries 
in Costa Rica now include those processing local agri- 
cultural products, notably coffee, sugar, rice, meat, 
milk, cotton, and timber; and plants manufacturing 
textiles, furniture, beverages, building materials, cloth- 
ing, footwear, cigarettes, soap, and a variety of food- 
stuffs. On the basis of demand for funds from the 
first two loans, the Central Bank expects that the food- 
stuffs industries will require about 30 per cent of the 
new loan, the textile industry 35 per cent, and a variety 
of other industries, the remainder. 


Loan in Colombia 

The World Bank announced on May 10 a loan 
equivalent to $25 million for the expansion of electric 
power facilities in the Cauca Valley, one of the most 
rapidly growing industrial and agricultural areas in 
Colombia. Five private banks are participating in the 
loan, without the World Bank’s guarantee, to the extent 
of $559,000, representing the first two maturities and 
part of the third and fourth maturities which fall due 
between November 15, 1963 and May 15, 1965. The 
participating banks are The Bank of New York, Manu- 
facturers Trust Company, The Philadelphia National 
Bank, Grace National Bank of New York, and Girard 
Trust Corn Exchange Bank. 

The loan was made jointly to Corporacién Autonoma 
Regional del Cauca (Cauca Valley Corporation), an 
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autonomous regional organization responsible for devel- 
oping the resources of the Cauca Valley, and to 
Central Hidroeléctrica del Rio Anchicaya Limitada 
(CHIDRAL), whose majority shareholder is the Cauca 
Valley Corporation. The total cost of the work to be 
undertaken is estimated to be equivalent to $37 million. 
The Bank’s loan will cover the foreign exchange re- 
quirements of $25 million; most of the local currency 
requirements will be provided by CHIDRAL and by 
the Cauca Valley Corporation; the towns and villages 
now being brought into the CHIDRAL system will pay 
part of the local cost of expanding their distribution 
facilities. All major pieces of equipment are being pro- 
cured through international competition. 

The loan is for a term of 25 years and bears interest 
of 6 per cent per annum including the 1 per cent com- 
mission which is allocated to the Bank’s Special Re 
serve. Amortization will begin in November 1963. The 
loan is guaranteed by the Government of Colombia. 

Including the recent loan, the World Bank has made 
16 loans, totaling $173 million, for the development 
of electric power and agriculture and for highway and 
railway construction in Colombia; 3 of the earlier loans, 
totaling $10,830,000, were made to CHIDRAL. 


Sources: International Bank for Reconstruction and 
Development, Press Releases, Washington, 


D.C., May 6 and 10, 1960. 


Europe 


U.K. Reserves 

The United Kingdom’s holdings of gold and con- 
vertible currencies rose by £18 million in April and at 
the end of the month were £1,011 million. This result 
is Officially regarded as satisfactory. During April, the 
United Kingdom paid £5 million of its outstanding 
debt to the European Payments Union, as well as a 
further monthly installment of £5 million to the Inter- 
national Monetary Fund. When these two repayments 
are taken into account, the actual gain in reserves in 
April was about £28 million, the largest increase re- 
corded since April 1959. The increases in reserves in 
the past three months probably reflect in part the 
normal seasonal gains from ordinary commercial trad- 
ing transactions. In addition, the higher interest rates 
on short-term funds in London may have attracted 
some foreign inflow, and the increase in the bank rate 
to 5 per cent in January may have reduced excessive 
borrowing in London, thus reversing the unfavorable 
“leads and lags” which developed in the final quarter 
of 1959. 


Source: The Times, London, England, May 4, 1960. 


U.K. Trade 


Figures for the first quarter of 1960 indicate that 
U.K. trade with Western Europe and North America 


continues to grow faster than trade with the sterling 
area, though exports to sterling markets are now in- 
creasing. Imports into the United Kingdom from all 
areas rose by 20 per cent between the first quarter of 
1959 and the first quarter of 1960. Industry’s need 
of more materials, to support both higher output and 
stocks, again accounted for most of the rise in imports; 
the value of industrial materials imported rose by 
£42 million, or 36 per cent, and of finished manufac- 
tures (capital and consumer goods) by £15 million, or 
well over 50 per cent. The volume of imports of crude 
and refined oil rose substantially. Imports of food, bev- 
erages and tobacco, at £130 million, were only slightly 
higher than in the first quarter of last year. 

U.K. exports were 16 per cent higher than in the 
first quarter of 1959. Shipments to members of the 
European Economic Community increased by 18 per 
cent, to £44 million, and exports to the European Free 
Trade Association rose by 20 per cent, to £33 million. 
Exports to the sterling area, which in 1959 as a whole 
had fallen by 4 per cent, were 12 per cent more than 
in the first quarter of 1959, rising to £119 million. 
Source: The Economist, London, England, April 30, 

1960. 


Industrial Production in the United Kingdom 


The rise in the index of industrial production in 
the United Kingdom slowed down in both February 
and March, when the seasonally adjusted index 
(1954 = 100) was estimated at 119 and 119-120, 
respectively. The average of the index for the first 
quarter of 1960 was 2 per cent above that for the 
fourth quarter of 1959 and 11 per cent greater than 
the average for the first quarter of 1959. The Financial 
Times comments that since the expansion began in 
1958 one of the characteristics of the industrial pro- 
duction index has been that it has risen in a series of 
jumps interspersed by periods of stability, e.g., in the 
final quarter of 1959 the index was unchanged at 117 
and then jumped two points in January. However, 
much of the evidence suggests that the margin of spare 
capacity available is now quite small. 

Source: The Financial Times, London, 
April 30, 1960. 


England, 


Balance of Payments of France 

Preliminary estimates indicate that the balance of 
payments of Metropolitan France on account of goods 
and services in 1959 showed a surplus of $717 million, 
on a cash basis, compared with a deficit of $313 mil- 
lion in 1958. There was a trade surplus of $436 million, 
in contrast to a deficit of $295 million in 1958 (exports 
and imports f.o.b.). 

The volume of imports from foreign countries de- 
creased by 1 per cent, and the volume of exports 
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rose by 29 per cent, from 1958 to 1959. Imports, 
which had begun to fall in the second half of 1958, 
declined considerably during the first half of 1959 
when inventories of imported raw materials were run 
down; they increased again during the last quarter, 
with the rapid rise in industrial production. The sub- 
stantial expansion in exports was due largely to the 
measures taken to limit domestic demand and to the 
devaluation of the franc. The strike in the U.S. steel 
industry and the fact that in many countries the 1958-59 
recession ended earlier than it did in France also helped 
French exports. Furthermore, a large part of the im- 
provement in the external payments situation must be 
ascribed to the fact that leads and lags in payments, 
which in 1958 and previous years had moved against 
France, were reversed in 1959, following the devalu- 
ation of the franc and the re-establishment of confi- 
dence in the currency. 

The balance on account of services showed a surplus 
of $281 million in 1959, whereas in 1958 there had 
been a deficit of some $18 million. The main factors 
behind this considerable change were a sizable reduc- 
tion in the net deficit on transportation, and an increase 
in net tourist receipts, from $62 million in 1958 to 
$187 million in 1959. 

Large inward movements of capital also took place 
in 1959. Repatriation of capital by French residents 


is estimated at about $200 million, and gross foreign 
investment at about $560 million, of which some 40 per 
cent was in the form of portfolio investment. 

The improvement in the balance of payments enabled 
France to repay in advance sizable amounts on its 


foreign debts. It repurchased the equivalent of 
US$213 million from the International Monetary Fund 
(while also paying $66 million in gold in connection 
with the 50 per cent increase in its quota in the Fund) 
and repaid $140 million on account of old debts arising 
from the liquidation of the European Payments Union. 

Central reserves of gold and convertible currencies 
rose in 1959 by $670 million, to $1,720 million at 
the end of the year. 

In 1960 the French Government expects that the 
surplus on goods and services account may be reduced 
to some $300-350 million, that there will be a net 
capital outflow of $50-100 million, and that the in- 
crease in total foreign exchange assets of France may 
be about $300 million. 


Sources: Agence Economique et Financiére and Le 
Monde, Paris, France, May 3, 1960. 


Middle East 


Import Restrictions in the U.A.R. (Syrian Region) 


The Ministry of Economy for the Syrian Region 
announced on April 18 that licenses will no longer be 


issued for the import of motor vehicles (excluding 
buses), washing machines, heaters, refrigerators, and 
other durable luxury goods too large in size to be 
smuggled. Quantities of these goods that have already 
been shipped or for which a documentary credit had 
been opened with an authorized bank before April 21 
exempted. Import licenses obtained before 
April 18 may be renewed according to existing pro- 
cedure. In conjunction with these measures, the Syrian 
Ministry of Supply issued a notice requiring merchants 
to sell the affected commodities at prices no higher 
than those in the week prior to the issuance of the 
import prohibition. 


were 


In explaining the new measures, the Minister of 
Economy stated that the purpose of the order is to 
conserve the Region’s foreign exchange reserves, which 
have been adversely affected by three consecutive years 
of drought and consequent declines in exports. Foreign 
exchange reserves are of particular importance for the 
realization of major development projects. The Minister 
expressed the hope that the new measures will not 
1961, at which time 
there will be a review of restrictions in the light of the 
1961 agricultural situation. 


remain in effect beyond June 


Sources: Le Commerce du Levant, Beirut, Lebanon, 
April 27, 1960; Middle East Economic 
Digest, London, England, April 29, 1960. 


STAFF PAPERS 


Vol. VII, No. 3, April 1960 


CONTENTS 
The Role of the International Monetary Fund in 
Promoting Price Stability Walter R. Gardner 


The Integration of Sector Finance and National 
Income Accounts Poul Hést-Madsen 


Monetary Analysis of Income and Imports and 
Its Statistical Application 
J. J. Polak and Lorette Boissonneault 
Russian Gold and the Ruble Oscar L. Altman 
Canada’s Foreign Exchange Market: 
A Quarterly Model Rudolf R. Rhomberg 


Three numbers constitute a volume, but not all num- 
bers are necessarily issued within one calendar year. Vol- 
ume I, the first and third numbers of Volume II, and the 
first and second numbers of Volume III are out of print, 
and no copies are available. All numbers of Volumes 
IV-VII are available, at a subscription rate of US$3.50 
re volume; single numbers may be purchased for 
US$1.50. 


Beginning with Volume VIII, the subscription is 
US$6.00 per volume. Single copies may be purchased 
for US$2.50. Address orders to 

The Secretary 
International Monetary Fund 
19th and H Streets, N.W., Washington 25, D.C. 
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Iran's Import Regulations 

Iran’s import regulations for the fiscal year starting 
March 21, 1960 show that the quota lists are largely 
unchanged. However, in order to reduce pressure on 
the payments position and to protect local industries, 
additions have been made to the list of prohibited 
imports. 
Source: Middle East Economic Digest, London, Eng- 

land, April 29, 1960. 


Far East 
U.S. Sales of Surplus Commodities fo India 

The United States and India have signed an agree- 
ment which provides for the sale to India of 16 million 
metric tons (approximately 587 million bushels) of 
U.S. wheat and 1 million metric tons (approximately 
22 million bags) of U.S. rice. Payment for these com- 
modities (plus some ocean transportation costs) will 
be made in rupees equivalent to $1,276 million. The 
total amount of wheat to be shipped under the program 
amounts to more than half of the present U.S. Govern- 
ment-owned inventory. India will continue to purchase 
on commercial markets at least 400,000 metric tons 
of wheat and 400,000 metric tons of rice a year— 
approximately the same as its current purchases on 
world markets. 

The agreement is the fifth to be signed with India 
under Title I (sales for local currencies) of Public 
Law 480 (the Agricultural Trade Development and 
Assistance Act). Previous agreements with India total 
nearly $1 billion and have provided a significant pro- 
portion of that country’s grain imports during the past 
three and one half years, as well as substantial amounts 
of cotton, tobacco, and dairy products. 

The shipments of wheat and rice will take place over 
a period of four years. One fourth of the wheat and all 
of the rice will be held by India as a reserve against 
possible future crop failures. 

The new agreement, reinforced by the earlier ones, 
is expected to contribute to India’s progress by sub- 
stantially increasing short food supplies, by helping to 
control rising costs of food, and by giving tangible 
support to the financing of India’s development projects. 
Of the rupees to be acquired by the United States in 
payment for the wheat and rice, the equivalent of 
$1,076 million will be made available to the Indian 
Government for economic development projects (one 
half as loans and the other half as grants). The remain- 
ing $200 million will be used to pay U.S. expenses 
abroad and to finance other U.S. agency programs, 
including development of foreign markets for U-S. 
farm products. 

Sources: The White House, Press Release, Washing- 
ton, D.C., May 4, 1960; The Wall Street 
Journal, New York, N.Y., May 5, 1960. 
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Office of Stale Enterprises in Cambodia 

The Office of State Enterprises (Office des Entre- 
prises d’Etat, or OFENET) in Cambodia, which was 
created by Kram No. 361-NS of November 19, 1959, 
is a semiautonomous organization under the super- 
vision of the Ministry of Planning. Its purpose is to 
set up and organize state enterprises in all branches of 
production, in order to promote the economic develop- 
ment and activity of Cambodia, to supply the govern- 
ment administration with materials and goods, to sell 
goods produced by state enterprises or derived from 
foreign aid, and to carry out public utility projects. 
It was granted an advance of 200 million riels from 
the Treasury. It is managed by a Board of Directors, 
comprising the Ministers of Planning, Finance, Com- 
merce, Public Works, Agriculture, and Labor and Social 
Action, the Secretary of State, the Governor of the 
National Bank of Cambodia, the President of the Mixed 
Chamber of Commerce and Agriculture, and the 
Director General of OFENET, or their respective alter- 
nates. The current receipts of OFENET will comprise 
receipts from state enterprises, receipts from sales of 
goods and services, grants, bequests and subsidies, and 
proceeds from loans. The financial operations are un- 
der the supervision of the Ministers of Finance and 
Planning. 
Source: Banque Nationale du Cambodge, Bulletin 
Mensuel, Phném-Penh, Cambodia, Decem- 
ber 1959. 


Gross National Product of the Philippines 

The gross national product of the Philippines increased 
from P 10,558 million (in current prices) in 1958 to 
P 11,032 million in 1959, an increase of 4.5 per cent. 
In 1958, the increase had amounted to 5.7 per cent; 
however, it was largely a reflection of the increase in 
prices. The combined index of the physical volume of 
production in agriculture, mining, and manufacturing 
in that year rose by only 0.7 per cent, and the whole- 
sale price index by 3.3 per cent. In 1959, the com- 
bined production index increased by 6.9 per cent and 
the wholesale price index by 1.3 per cent. 

Output in all industrial sectors of the economy, 
except manufacturing, was greater in 1959 than in 
1958. The reduction in the manufacturing sector was 
due entirely to a decrease in the output of the rice and 
corn milling industries; if these industries were ex- 
cluded, manufacturing output would have increased 
by 11 per cent. 

The rate of growth of public and private consump- 
tion expenditures slowed down from 5.2 per cent in 
1958 to 1.8 per cent in 1959. Investment expenditures 
increased by 11.5 per cent; about 80 per cent of the 
total investment expenditures were in the private sector. 
The net foreign investment position improved. 





INTERNATIONAL FINANCIAL News Survey, May 13, 1960 355 


Personal savings amounted to P 25 million in 1959; 
in the previous year, there had been dissavings of 
P 171 million. Tax revenues in 1959 were 10 per cent 
of gross national product. 


Source: The Manila Chronicle, Manila, Philippines, 
April 30, 1960. 


United States 
U.S. Cotton Export Program 


In the seven months from August 1959 through 
February 1960, total U.S. exports, excluding military 
aid goods, were $790 million higher than in the period 
August 1958-February 1959. Of this increase, $270 mil- 
lion was accounted for by larger shipments of raw 
cotton. The sharp recovery in raw cotton exports was 
stimulated by lower domestic prices and the rise in 
the export subsidy for the current marketing year which 
began in August. Without the subsidy, U.S. producers 
of cotton would be unable to compete abroad because 
the price support program keeps domestic prices above 
current world prices. Under the “payment-in-kind” 
method of subsidizing cotton exports, which was 
adopted in 1958-59 and is the only one in effect in 
the current marketing year, exporters purchase cotton 
in the open market and register their export sales with 
the Commodity Credit Corporation (CCC). They are 
then issued cotton export payment certificates which 
can be redeemed by withdrawing from CCC stocks 
cotton equivalent in value to the subsidy to which they 
are entitled. The subsidy, which was 6.5 cents per 
pound in 1958-59, has been raised this year to 8 cents. 

Subsidy payments are also granted under the Agri- 
cultural Trade Development and Assistance Act of 
1954 (Public Law 480) and Section 402 of the Mutual 
Security Act. Under PL 480, surplus agricultural prod- 
ucts are sold for foreign currencies (which are mainly 
loaned back to the purchasing country), bartered for 
strategic material, or given as outright grants. Sec- 
tion 402 of the Mutual Security Act requires at least 
$175 million of U.S. foreign aid appropriations to be 
extended in the form of farm products, which are either 
directly granted or sold abroad for local currencies 
that are then used for the purposes of the Act. Cotton 
exports under these two programs averaged two fifths 
of U.S. total cotton exports during the fiscal years 
1956-57 to 1958-59. 

Under the Cotton Products Export Program initiated 
in August 1956, exporters of cotton manufactures also 
receive an equalization payment so calculated as to 
offset completely the cost differential for their raw 
cotton that is due to the raw cotton export subsidy. 
This payment is made in cash. No corresponding equal- 
ization fee has yet been applied to imported cotton 
products sold in competition with domestic goods. 


The Department of Agriculture estimates raw cotton 
exports in the current marketing year at about 6.5 mil- 
lion bales; last year they were 2.8 million bales. 
Support prices and minimum domestic sale prices are 
to be reduced further next year. This will permit the 
reduction of the raw cotton export subsidy to 6 cents 
per pound by August 1, 1960. The Cotton Products 
Export Program has been renewed for 1960-61, with 
a reduction of 25 per cent in the equalization payment. 


Source: Federal Reserve Bank of New York, Monthly 
Review, New York, N.Y., May 1960. 


Rejection of Claim for U.S. Tariff Protection 


The U.S. Tariff Commission has rejected an appli- 
cation from two producers of typewriters for the 
imposition of a 30 per cent tariff on imported. type- 
writers. The Commission stated that factory sales of 
all domestic producers increased from 1954 to 1959, 
and that sales in 1959, though smaller than in 1957, 
were substantially greater than in 1954 and 1955, before 
the increase in imports of which complaint had been 
made. 

Source: The Journal of Commerce, New York, N.Y., 
May 11, 1960. 


Latin America 
Bank Reserve Requirements in Peru 


The Superintendency of Banks in Peru issued on 
April 26 Circular No. 993 establishing, as of April 22, 
a marginal reserve requirement of 100 per cent against 
the increase of all kinds of deposits in the commercial 
and savings banks. All demand, time, and savings 
deposits will remain subject to the basic, uniform, 
24 per cent reserve requirement which has been in 
effect since April 1959. 

By the adoption of this marginal reserve require- 
ment, the Peruvian monetary authorities are attempting 
to restrain the excessive expansion of commercial bank 
credit. From December 31, 1959 to April 15, 1960, 
the total portfolio of the commercial and savings banks 
increased by 13 per cent, compared with a rate of 
4 per cent in the same period in 1959. 


Source: La Prensa, Lima, Peru, May 1, 1960. 


Repayment of Peruvian Debt 


On May 4 the Central Reserve Bank of Peru repaid 
to the Export-Import Bank of Washington the remain- 
ing US$5 million balance owed on a stabilization credit. 
This was one of the credits granted under arrangements 
with the International Monetary .*und, the U.S. Treas- 
ury, and private U.S. banks, as well as by the Export- 
Import Bank, in support of Peru’s stabilization pro- 
gram of February 1958. The Central Reserve Bank 
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had drawn up to $15.5 million on the Export-Import 
Bank credit in 1959 and had repaid $10.5 million in 
February 1960. The installment paid on May 4 was 
not due until August 1960. 


Source: Banco Continental, News Letter, Lima, Peru, 
May 5, 1960. 


Other Countries 
Australian Economic Position 


The Australian Federal Treasurer has indicated that 
the Government’s over-all cash deficit for the year ended 
June 1960 is likely to be smaller than the £A 61 mil- 
lion estimated last August, when the budget was pre- 
sented (see this News Survey, Vol. XII, p. 65). 
Revenue collections have been higher than expected, 
and expenditure is running ahead of the estimates. 

The Treasurer said that the rising trend in economic 
activity is continuing strongly. Production has been 
expanding rapidly in almost all sectors of industry; in 
particular, the number of new dwellings commenced in 
the December quarter of 1959 was 16.5 per cent greater 
than in the corresponding period of 1958. Employment 
is rising, and the number of unemployed continues to 
decline. Retail and wholesale trade has become increas- 
ingly buoyant; retail sales in the December quarter of 
1959 were 6.6 per cent greater than a year earlier. 
The number of registrations of new motor vehicles was 
23 per cent greater in the March 1960 quarter than 
in the corresponding period of 1959. Prices and wages 
have risen further; the retail price index was 3.2 per 
cent higher in the March quarter of 1960 than in the 
same quarter of last year. Minimum weekly wage rates 
in the December 1959 quarter were 6.5 per cent higher 
than a year earlier, and average weekly earnings 
showed an increase of 5.0 per cent. 

Reserve Bank policy is designed to absorb excess 
bank liquidity: in March 1960, the statutory reserve 
deposit ratio was 17.5 per cent, compared with 15 per 
cent in March 1959. Bank advances expanded by 
£A 49 million (5 per cent) in the 12 months to 
March 1960, while deposits rose by £A 122 million 
(7 per cent). Hire-purchase balances outstanding at 
the end of February 1960 were £A 404 million, 
£A 62 million higher than in February 1959. The net 
amount of new money raised from the investing public 
in the December quarter of 1959 by Australian com- 
panies listed on the Australian Stock Exchange was 
estimated at a new high of £A 74 million. 

Recorded exports in the nine months to March 1960 
totaled £A 713 million, £A 125 million more than in 
the nine months to March 1959. This increase was 
due mainly to higher wool prices and a greater volume 
of wool exports. Recorded imports were £A 83 million 
greater than a year earlier, so that the recorded trade 
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surplus was £A 41 million, compared with a very slight 
recorded deficit in the nine months to March 1959. 


Sources: Treasury Information Bulletin, Canberra, 
Australia, April 1960; The Financial Times, 


London, England, May 2, 1960. 
Foreign Investment in Ghana 


As further encouragement for foreign investors, the 
Ghana Government has decided that, as from April 2, 
companies investing in Ghana £15,000 or less and 
wishing to receive a guarantee of repatriation, will no 
longer be required to obtain prior exchange control 
approval for their investment. A general and uncon- 
ditional guarantee has been given by the Government 
that, subject to notification of the investment to the 
exchange control authorities, permission to remit profits 
and to repatriate capital from Ghana will be freely 
given to such companies at any time that the investors 
apply for it. Capital from the sterling area is already 
free to enter or leave Ghana without permission. The 
“approved status” which had already been given to 
particular investments of non-sterling area capital, guar- 
anteeing permission to repatriate capital and profits, 
will continue to apply. 


Source: West Africa, London, England, April 9, 1960. 


South Africa's Decimal Coinage 


The South African Decimalization Board has an- 
nounced that gold coins will be struck in South Africa 
only in limited quantities as parts of sets to be sold to 
numismatists throughout the world. All the new notes 
and coins which are to be issued will incorporate only 
their respective rand and cent values. They will be of 
the same size and weight as their present equivalents 
and will bear the facsimile of Jan van Riebeeck, who 
founded the first Dutch settlement in South Africa at 
Cape Town in 1652. 


Source: Barclays Bank D.C.O., Overseas Review, Lon- 
don, England, April 1960. 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 
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